
M EMORANDUM  
Date: November 3, 2008 
To: Anne Krieg 
From: Kris Hultgren 
Re: Affordable Housing 
 
 

 

Please accept this memorandum as an explanation of the attached documents about affordable 

housing. You asked for a memorandum outlining different ways to encourage affordable housing 

opportunities in Bar Harbor.  

 

Overview 

The Planning Board requested planning staff to compile information about strategies to 

encourage affordable housing in Bar Harbor. At its July 16 meeting, the Board discussed 

different ways to promote the creation of more affordable housing. Specific ideas were 

mentioned such as creating an affordable housing trust fund, offering developers density bonuses 

and reducing development fees. The Board is hosting a public workshop on November 10 to 

expand upon these ideas.  

 

To assist the Board with its review, this packet includes examples of affordable housing 

ordinances used in other towns and cities in Maine (Harpswell’s vote is pending). All of the 

towns used as examples have unique ordinances with some combination of mandates and/or 

incentives to increase affordable housing opportunities. Also included in the packet is 

information from the state’s affordable housing agency (Maine State Housing Authority) and its 

“affordability index”, a ratio to gauge housing affordability in different parts of the state for both 

home owners and renters.  Information on the agency’s First Home Buyer program was also 

requested. Finally, the packet has a copy of MDI Tomorrow’s Community Action Housing Plan 

which contains a wealth of knowledge about affordable housing on the island.  

 

The affordable housing workshop hosted by the Planning Board on November 10 will allow the 

Board and the public to thoroughly examine different ways to create more affordable housing. 

The model ordinances from other municipalities in Maine offer examples of strategies used 

elsewhere in Maine to increase affordable housing opportunities.  
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Staff recommends the Planning Board consider meeting with the Town Council to advance the 

Comprehensive Plan schedule for a review of possibly mandating the provision of affordable 

housing. The Board should also consider working with the Town Council to request state 

legislators to support our efforts through funded mandates and other housing programs.  

 

Options Available 

The Town of Bar Harbor can create more affordable housing opportunities in different ways. The 

most direct way of increasing affordable housing is to mandate its development. This approach is 

used by other coastal towns in Maine. For instance, Cape Elizabeth, Ogunquit and Harpswell all 

require affordable housing set asides in major subdivision projects.  

 

In Cape Elizabeth, the town requires a minimum of 10% of major subdivisions (defined as a 

subdivision with more than five lots) to include affordable lots/units for moderate income buyers 

or 5% for low income buyers. If the development involves more affordable units than what is 

required by the town the developer receives a density bonus equal to one market-rate unit for 

each moderate income unit created and two market-rate units for each low income unit created. 

The town allows the developer to reduce the minimum lot size in the subdivision to 

accommodate bonus market-rate and affordable units. For projects with less than 10 units the 

developer may propose to pay a fee in lieu of creating affordable housing. The fee is based on 

the difference between the average fair market rate and the maximum cost of moderate income 

affordable housing.  

 

The town of Ogunquit mandates 10% of new subdivisions with 10 or more lots/units be 

affordable. Affordability is defined in Ogunquit as housing that is affordable to someone making 

not more than 80% of the median household income in non-metropolitan York County and not 

spending more than 30% of gross income on housing if renting and not more than 28% of gross 

income if owning. Ogunquit also offers a density bonus for clustered and planned unit 

developments with affordable housing included. If at least 25% of these types of developments 
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are dedicated to affordable housing units, the Planning Board may reduce the minimum lot size 

in the development by up to 25%. The town does not offer an in lieu fee. 

 

The town of Harpswell requires development projects proposing five or more housing units to 

dedicate at least 20% to affordable housing. Developers can satisfy the mandate by dedicating 

on-site units as permanently affordable, dedicating off-site units as permanently affordable or 

paying an in lieu fee. The town offers a density bonus, like Cape Elizabeth, for the construction 

of low or moderate income units in addition to the mandatory set aside. Development fees are 

also reduced by 40% for affordable housing units.   

 

The City of Portland and the towns of Brunswick and Topsham do not mandate affordable 

housing; however, they encourage the creation of affordable housing by offering incentives to 

developers to include affordable units in their projects. All three municipalities offer density 

bonuses and some form of fee reduction for providing affordable housing. Other incentives 

include reduction of mandatory parking requirements and a maximum building height 

exemption. 

 

Bar Harbor previously mandated the provision of affordable housing within its Planned Unit 

Development (PUD) Ordinance by requiring developers to construct affordable units equal to 

20% of the project’s base development density. This mandate was recently removed after a 

cost/benefit analysis was undertaken. This exercise led the Board to the conclusion that a specific 

discussion on affordable housing is necessary. The town also offers a density bonus for projects 

that exceed the 20% affordable housing minimum by allowing one additional market-rate unit 

for every affordable unit created.    

 

Recommendation 

Bar Harbor has different options to choose from to encourage affordable housing opportunities. 

The following is a proposal for the Board’s consideration:�
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�  Require all subdivision projects with five or more lots to dedicate 10% of the lots/units as 

affordable for moderate income buyers or 5% of the lots/units for low income buyers. 

Developers may satisfy the affordability requirement by: 

- Dedicating at least 10% of the lots/units for moderate income buyers or 5% of the 

lots/units for low income buyers as permanently affordable. 

- Dedicating off-site affordable housing units or conversion units equal to at least 

10% of the lots/units for moderate income buyers or 5% of the lots/units for low 

income buyers in the proposed subdivision.  

- Paying a fee in lieu of affordable units into an affordable housing trust fund. The 

fee is based on the difference between the average fair market rate and the 

maximum cost of an affordable unit for a moderate buyer making 100% of the 

median family income for Hancock County. 

 

Mandating affordable housing creation is the best way to increase opportunities for low and 

moderate income individuals. Affluent coastal communities similar to Bar Harbor like Cape 

Elizabeth, Ogunquit and Harpswell all mandate affordable housing. A mandate makes the 

development arena more level and equitable because most applications would require an 

affordable component. It appears the mandated method is used because land and housing 

resources for communities on the coast continue to be in high demand and incentives for 

developers to build affordable housing on their own are not strong enough. Developers have little 

reason to dedicate scarce land for affordable housing when it does not make financial sense. It 

remains unclear if developer incentives used to encourage affordable housing opportunities in 

other places in Maine will work in Bar Harbor. A discussion with land developers in Bar Harbor 

is needed to determine what, if any, incentives will cause developers to construct affordable 

housing. Other incentives for consideration include: 

 

�  Density Bonus: For every affordable housing unit created (in addition to the 10% 

required by all subdivisions with five or more lots) an additional market-rate unit shall be 

allowed for moderate income buyers, or, two additional market-rate units shall be 

allowed for every affordable unit created for low income buyers above the required 5% 
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for all subdivisions of five or more lots. Non-bonus lots shall meet all standards in the 

LUO. The Planning Board may reduce minimum lot sizes for bonus market-rate and 

affordable units but in no case shall the density be greater than 2 housing units per acre 

without public sewer or 4 housing units per acre with public sewer.   

 

�  Priority Review: The Planning Board shall conduct an expedited review of projects that 

include affordable housing set asides in addition to the 10% required by all subdivisions 

of five or more lots for moderate income buyers or the required 5% for low income 

buyers. The Planning Board shall conduct a completeness review and public hearing at 

the same meeting if the application is found complete.  

 

 

 

 

�  Reduction of Fees: For projects that include affordable housing set asides in addition to 

the 10% required by all subdivisions of five or more lots for moderate income buyers or 

the required 5% for low income buyers, the application fee shall be reimbursed. The cost 

of any peer review associated with the project shall be waived.  

 

Impediments 

Impediments exist that may make implementing strategies to improve affordable housing more 

difficult. For instance, the Comprehensive Plan does not call for mandatory affordable housing 

set asides; however, in 3 to 5 years the plan calls for mandatory provisions if incentive-based 

standards are not effective in reaching the town’s affordable housing goals. The Comprehensive 

Plan calls for an evaluation period of two years after incentive-based regulatory changes are 

made to affordable housing standards. If after two years the town’s goal of creating affordable 

units equal to 10% of all housing units has not been reached or an adequate supply of affordable 

housing is not created to support a sustainable year-round economy, the Comprehensive Plan 

calls for the adoption of more stringent regulatory measures to reach its goal.  
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The existing housing market is also an impediment to creating more affordable housing. During 

the Planning Board’s review of the PUD ordinance, housing developers noted difficulties with 

meeting the affordability requirement of 20% of the base development density. They argued that 

being required to produce this much affordable housing made PUD projects a financial loss. The 

cost of acquiring land in Bar Harbor and the associated development review fees make it 

financially challenging for developers to create affordable housing. This scenario is unlikely to 

change because buildable land is a diminishing resource in town.  

 

The State of Maine does not mandate creating affordable housing like other states do. The state 

recommends but does not require towns to produce affordable housing equal to 10% of all 

housing units created. Supporting state legislation requiring all towns in Maine to create 

affordable housing may be something Bar Harbor wants to consider as a way to clarify its 

affordable housing goals.  

  


